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Covenant
Operation PUSH -- Heublein, Inc.
This Covenant is a moral COlllllitment to continue the expansion of opportunities
available through Heublein for Black. individuals and organizations. TMs
Covenant, made jointly by PUSH and Heublein, reflects a spirit of cooperati on
between the two organizations ana a dedication to improving the business
opportunities for Blacks and other minorities.
We believe this effort is important to the economic vitality of the country.
The role of business must be one of supporting the free enterprise system in
which it functions. Thus, business must support the development of all areas
and all resources of our nation. This is particularly important at a time
when Federal, State, and local programs are being reduced.
Also, for Heublein, it is only good business sense to reach out to minorities,
which provide a significant part of fts business base. The Company supports
those who support it.
Heublein has a history of helping bring minorities into the mainstream of
American business and society. The Company's Affinnative Action program has
achieved consistent progress over the years. Similarly, Heublein's business
and philanthropic activities have steadily increased.
As a socially-responsible corporate citizen -- and in the interests of
achieving its business goals -- Heublein further accelerated its minority
efforts more than a year ago, when it fonned a Minority Participation
Council. M~mbers include the President and Chief Executive Officer, a
minority member of the Board of Directors, Senior and Group Vice Presidents
and Corporate staff.
When Operation PUSH offered its help and counsel last fall, ttie Corporation
quickly accepted. The attached specific -- and ambitious -- plans reflect a
spirit of cooperation between the two oryanizations and a dedication to a goal
of economic development for minorities.
Heublein appreciates the help that has been given by Operation PUSH and, more
importantly, the help they will continue to give, specifically with regard to
identifying minority suppliers of goods and services and identifying qualified
candidates to own and operate food service franchi'sed outlets .
The undersigned will be co-chainnen of an oversight committee that will meet
frequently to monitor progress toward the goals of this Covenant.

President - Operation PUSH
March 16, 1982

President - Heublein, Inc.

I. Kentucky Fried Chicken Franchises
As a matter of policy, Heublein is and has been comnitted to helping
minorities move into the mainstream of the American economic system. One
of the ways to accomplish this is tt1rough sales of quick-service
restaurant franchises to minorities, and the Company has been moving
aggressively in this area.
In an effort to substantially increase the number of Blacks who own and
operate Kentucky Fried Chicken (KFC) franchised outlets, the Company has
developed a Capital Formation Program to finance construction of KFC
units at sites identified by KFC for qualified Black candidates who lack
sufficient capital or credit to enter this business.
Heublein has comnitted to arrange for a $3.3 million line of credit for
Black franchisee candidates over the next 12 months, and a like amount in
the next two succeeding years. In the first year, we will be developing
a prototype franchising model which will be used in future years. In
total, the Company expects to co11111it $10 million to the Capital Fonnation
Program over the three-year period.
The Company and Operation PUSH have agreed to fonn a task force for the
purpose of reviewing the experiences of the program during the first
year. The task force will endeavor to establish a model for the future
development of Black-owned franchise operations. This task force will
serve as a resource group to the Company, but will not be responsible for
establishing policies and/or strategies that relate to the Company's need
to manage the program.
In the first year, Heublein will make available eight franchised stores
to potential Black investors, which will be financed through the Capital
Formation Program. In both the second and third years, eight additional
stores will be developed under the Capital Formation Program.
To facilitate the successful development of these minority-owned KFC
stores, the Company will provide direct assistance to Black franchisee
candidates in the following areas:
o

utilization of the KFC computerized trade area model to
identify sites where additional units can be successfully
established.

o

assistance in arranging for construction of the building.

o

arrangement of the lease with a third-party leasing finn,
with Heublein guarantees as required.

o

assistance, as required, in obtaining equipment financing.
- more -
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With Heublein's financial backing and the management assistance of
Heublein's Kentucky Fried Chicken subsidiary, these candidates will be
assured of minimum capital, low-cost financing. However, candidates will
be required to invest at least $20,000, and those with previous fast food
experience will be given preference. The Company is looking for hands-on
operators.
In the unlikely event a store does not reach minimum break even sales,
the Company will step in and operate the unit, relieving the franchisee
of any future financial liability under the franchise contract.
In addition to the franchised stores to be developed under the Capital
Formation Program, the Company will make available additional stores to
qualified financially able Black investors who are interested in owning
and personally operating KFC franchised stores. In this re~ard, the
Company has targeted a minimum of four stores in the next 12 months, 12
stores in each of the next two years and 20 stores in each of the three
succeeding years. Operation PUSH has volunteered to help KFC identify
Black franchisee candidates in geographic areas where stores are to be
built and who have adequate financing.
KFC Corporation will provide minority franchisees with extensive
classroom and in-store training, together with on-going management
consultation and direction.
Altogether, these programs should result in an additional 112
minority-owned franchised stores by the end of 1987. These new units
when realized, would create more than 1,500 new full and part-time jobs
and represent over $30 million in wages over the six-year period.
I I. Advertising
The Company recognizes the importance of advertising with Black-owned
media and utilizing Black-owned advertising agencies. The Company is
cormtitted to increasing its expenditures in this area. In 1982,
Heublefn's total expenditures with Black-owned advertising agencies are
increasing by 50% over what was spent in the past year, to $4 million.
During the same period, the Company's expenditures with Black-owned media
will also increase by 50%. In 1983, the Company will increase its
expenditures with Black-owned agencies by 25% to $5.0 million.
In addition, the Company will increase its use of Black-owned media, such
as magazines, newspapers and radio stations. Where available and
competitive, the Company will use Black-owned out-of-home media sources
such as billboards. The Company will also continue to feature prominent
Black personalities in its television, radio and print advertising
campaigns. The Company will also explore the use of minority finns in
the merchandising display of its beverage products produced by the
Spirits Group.
- more -
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It fs recognized that the Company's beverage group has employed a
Black-owned advertising agency since 1972. The Company now employs two
Black-owned agencies to provide speciali2ed and general advertising
services. More recently, the Company has appointed one of these finns as
the agency for a major beverage brand, and with total responsibility for
all creative, production and media planning for the brand fn all general
and trade media. The other Black agency is extensively involved with the
Company's food business and Corporate advertising programs.
As Heublein's involvement with these agencies increases, our advertising
expenditures with Black-owned media will continue to increase.
II I.

Insurance

Heublein has just purchased 15% of its group tenn life insurance through
a Black-owned insurance company. The face value of this insurance is $42
million, with an annual premium of $165,000. As part of the Company's
continuing commitment to support minority-owned and managed enterprises,
the Company and Operation PUSH will work together in exploring
opportunities whereby the Company's involvement with Black-owned
insurance companies or brokers might be expanded.
IV.

Minority Banking

Heublein has established relationships with 11 minority banks, 9 of which
are Black-owned. The Company presently has loan agreements with minority
institutions totaling $3.0 million which represents a significant
increase over prior years. Moreover, Heublein convnits to increase this
amount to $4 million in 1982.
The Company will increase its overall minority banking c0Jr111itment to at
least $20 million over the next five years. During this period, the
Company will expand the number of minority banks in its banking program,
as well as the level of business with the current minority banks. This
will include lines of credit with these banks, relative to their legal
lending limits. Loans would be executed against these lines of credit
where dictated by the needs of the Company.
The Company wi 11 a1so es tab 1i sh an opera ti ona 1 presence with minority
banks in the following areas; KFC store depositories, investments and
income tax deposits, to the extent the respective banks can provide the
required services at competitive rates.
The Company will also consult with the National Bankers Association to
identify other areas wt.ere opportunities to expand its participation with
minority banks might be undertaken.
- more -
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V.

Professional Services

Each year Heublein retains the services of various minority professional
finns and individuals in support of its business activities. These
services included marketing research, computer progranrning, publicity and
public relations.
Heublein is finnly c0111T1itted to ensuring that ~ore minority prufessional
finns are afforded an opportunity to provide competitive services when
the need arises. As an example of this conrnitment, the Company will over
the next 12 months engage the services of a Block law finn. Further with
the help of Operation PUSH, the Company will develop an internal
directory of law finns, noting their areas of specialization, and
encourage their use by Heublein operating groups.
Additionally, the Company will engage the services of a minority CPA firm
to perform special project assignments when specific needs arise.
The Company has engaged a Black-owned consulting firm to identify other
professional finns and individuals with the needed expertise that the
Company can use.
VI.

Management Opportunities/Employment

At the present time Blacks represent 16.4% of Heublein's management
workforce, while total minorities constitute 23.7%. Heublein has three
Black Vice Presidents, 11 Black directors and a Black male who serves as
Assistant Secretary and Assistant Corporate General Counsel. Heublein
has a Company-wide Affirmative Action Program, with goals and timetables
established in each of its operating groups which follow Federal
regulations and are targeted to increase minority representation in the
higher level management positions. This program is closely monitored and
quarterly reports of progress are provided senior management, as well as
the Social Responsibility Conrnittee of the Board of Directors.
To assist in attaining its objectives, the Company has engaged tt1e
services, on a retainer basis, of a Black-owned placement finn.
Additionally, the Company will expand its use of other minority placement
finns to render assistance as appropriate.
Within the service worker/laborer category, Blacks currently represent
25.0% of the workforce. The Company will continue to closely monitor its
placement opportunities in this category to ensure that the appropriate
level of representation of Black employees is maintained.
Programs providing upward mobility opportunities continue to be an area
of significant focus for the Company. Examples of such programs
presently in place which provide upward mobility opportunities for Blacks
include a fast track Manager Trainee program initiated by Heublein's
Kentucky Fried Chicken subsidiary . Blacks currently represent 42% of the
- more -
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trainees participating in this program. In addition, the Kentucky Fried
Chicken Management Development Program has been instituted to accelerate
development of high potential individuals for greater management
responsibilities. In addition, as mentioned elsewhere, the program for
developing minori~-owned KFC franchised stores has the potential of
creating more than 1,500 jobs and $30 million in wages to minority
employees over a six-year period . The Company will use these programs,
f n addition to others to ensure minorities are provided upward mobility
opportunities and to fill entry level positions from which minorities
will be able to progress to higher level management positions.
Heublein's Board of Directors presently consists of 14 persons; one of
whom is Black and one woman. At the present time Heublein has no plans
to expand the size of its Board. If, however, the Board were to be
expanded, Heublein's Board would consider the election of an additional
minority.
VII. Corporate Contributions
Approximately 20% of the more than $1 million donated by Heublein to
charitable causes last year has been given to minority organizations,
with particular emphasis on Black institutions of higher learning. Over
the past seven years, the Company has contributed directly and indirectly
over $100,000 to the Un i ted Negro College Fund, and in total more than
$150,000 to Black educational institutions nationwide. The Company is
co1T111itted to continue this level of support. In addition to its support
of educational institutions, Heublein has and will continue to support
minority organizations, such as the National Urban League and NAACP,
whose objectives are consonant with those of the Corporation.
Also the Company will explore other opportunities such as research grants
and matching grants to Black institutions, and support of organizations
such as the Martin Luther King Center for Social Change. During the next
12 months the Company will establish an intern program that will provide
work and learning experiences for minority students in both Hartford,
Connecticut, and Louisville, Kentucky.
VIII. Minority Purchasing Program
The Company has had an active Minority Purchasing Program in place for
over five years, which includes purchases of packaging materials,
ingredients for food and beverage products, capital goods, construction,
office supplies and various types of services. While minority-owned
suppliers do not exist for many of the containers, ingredients and
machinery items we purchase, the Company plans to increase its goals for
goods and services purchased under this program for this year and into
the future. To assist us in attaining these objectives, we have retained
the services of a Black-owned management consulting finn to extend and
intensify our search for qualified minority suppliers.
- more -
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In 1982. purchases under the Company's Minority Purchasing Program are
targeted to be $9.8 million. These include agricultural produce,
construction, advertising and all other goods and services. The
Cmnpany's goal is to increase its purchases under thi s program to $11.5
million in 1983, and by a similar percentage over the following four
years. Therefore, over the five-year period, we target about $75 millio.n
to be spent under the company's Minority Purchasing Program for goods and
services.
IX. Alcoholic Beverage Wholesalers
Federal and State laws prohibit Heublein from providing direct or
indirect financial support to wholesalers. In the past, however,
Heublein has worked with two separate Black wholesalers who handled its
line of alcoholic beverage products in California. While these ventures
were not ultimately successful, Heublein still stands ready and willing
to work with qualified Black business enterprises in the distribution of
its alcoholic beverage products. The Company is willing to discuss
offering Heublein brands to minority wholesalers in areas designated by
the Company and, once qualified, would be willing to offer appropriate
letter of intent.
Similarly, the Company will investigate the possibility of involving
Black distributors (in related areas) to handle its wine products.
Ultimately, variances in Federal and State statutes governing the
distribution and sale of alcoholic beverages will largely determine the
results of discussions between the Company and the distributors.
The Company also agrees to participate in an industry-sponsored seminar
through which Operation PUSH would be apprised of the particulars of the
wholesaler and supplier relationship. The Company further agrees to
explore developing a technical assistance program for minority
businesspeople in those areas related to the Company's business
activities.

